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Re:  Application by Verizon Marvland Inc., Verizon Washington D.(" Inc., and
Verizon West Virpinia Inc., et. _al, Pursuant fe Section 271 of rhe
Telecommunications Acr _of 1996 for Authorization to Provide In-Repion,
Interl ATA Services in Marvland, Washington, D.C., and Wesr Virginia WC

Docket No. 02-384.

On December 19, 2002, the Federal Communications Commission (“FCC” or
‘Commission”) issued a Public Notice establishing certain procedural requirements relating to
the consideration of Verizon Maryland Inc.’s (“Verizon”) application for authorization to
provide in-region, intetLATA service in the State of Maryland pursuant to §271 of the
Communications Act of 1934 as amended by the Telecommunications Act of 1996. Pursuant to
this Public Notice, the Maryland Public Service Commission’s (“MDPSC’) written consultation
must be tiled or. or before January 9, 2003. Due to the time constraints established by the FCC,
the MDPSC’s Letter Order issued in Case No. 8921 constitutes the MDPSC’s responses to this
dircctive.

Included with this cover letter are the following:

1) Exhibit A - The MDPSC’s Letter Order of December 16,2002, in which the MDPSC
found that Verizon is technically in compliance with $271 but also established

various conditions that Veriron must agree to in ordcr for Verizon’s application to
meet the public intercst standard

2) Exhibit B — Venzon’s letter of December 17, 2002 agieeing to comply with the
conditions set forth in the letter order.

3) Exhibit C - The MDPSC's comespondencc of December 17, 2002 acknowledging
Verizon's letter
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Under separate cover, the MDPSC is filing the record created in Case No. 8921,
including the information submitted regarding the Virginia testing and Verizon’s Model
Interconnection Agreement. Any questions regarding this correspondence should be directed to
Susan Stevens Miller, General Counsel of the Maryland Public Service Commission.

By Direction of the Commission,
./ . g 'W

Felecia L. Greer
Executive Secretary
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Mr William R. Roberts
President

Venzon Maryland Inc.
Floor 8-E

| East Pratt Street
Baltimore, Maryland 21202

Re:  In the Matter of the Review By the Commission Into
Venzon Maryland Inc.’s Compliance with the
Conditionsof47 U.S.C. §271(c), Case No. 8921

Dear Mr. Roberts:

On April 12,2002, Venzon Maryland Inc. (“Venzon”) tiled its request in Maryland
for the Maryland Public Service Commission (“Commission”) to consider the facts regarding
Vecizon’s decision to enter rhe long distance market via a §271 application at the Federal
Communications Commission (“FCC”). This request followed two years of testing of
Venzon’s wholesale operations support systems (*OSS’™) in Virginia and related corrective
actions to those systems. Thc April 12" filing also reflected the fact that Verizon had
requested the Maryland Public Service Commission to refrain from implementing Maryland
specific OSS testing and await the outcome of the Virginia test results.

The Maryland Commission’s agreement with the above request ensured that any §27|
consideration here would of necessity follow Virginia’s consideration as our anchor state,
Verizon Virginia's application to the FCC and FCC approval. Thus, this process ensured, as
well. that Maryland would he one of the last Verizon states to consider a §271 application.
The FCC has permitted applicants for $271 authority to rely upon OSS evidence from another
state, referred to as the anchor state. provided the FCC has already approved thc anchor statc’s
8271 Apphcation, or is given the opportunity to review the anchor state’s OSS

simultancously, such as ina multi-state tiling

During rhc past several months, thc Maryland Commission has conducted a detailed
examination 1o defermine the status of Verizon's compliance with §271(c) of the

| . .
Maryland agreed 1o do so based upon Venizon's asserton that the Maryland and Virginia whoiesale 0SS are
comparable. and in so doing would avoid duplicative testing and unnecessary cost to Verizon, Other parties
disagreed with this position
WILLIAM DONALD SCHAEFER TOWIR o 6 ST.PALLSTREET « BALTIMORE. MARYLAND 21202-6806
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Telecommunications Act of 1096 (1996 Act”). 47 US.C. §271(c). In the course of this
examination, the Commission received into evidence thousands of pages of documents
regarding checklist compliance, testing, validation, the Virginia consultative report,
transcripts from the Virginia proceeding and other issues, as well as testimony and briefs from
the parties, including several competitive local exchange carriers (“CLECs”)and the Office of
People’s Counsel. The Commission conducted five days of evidentiary hearings from
October 28 through November !, 2002. In addition, on November 4, 2002 the Commission
heard live surrebuttal regarding the FCC’s October 30, 2002 approval of the Verizon Virginia
§271 application. Since Virginia was the anchor state for OSS testing for Maryland, the
Maryland Commission was unable to act prior to such approval being received. Now with the
FCC approval of Virginia’s OSS having been granted. the hearings in this proceeding
concluded, over 200 pages of post-hearing briefs received and a transcript in excess of 1700
pages reviewed, this Commission can now complele its expeditious review of this matter.

This Commission has a long history of fostering competition in the local market. At
one time, Maryland was considered a national leader in the opening of telecommunications’
markets to competition. Today, this Commission is greatly concerned about the State of
Maryland’s inability to build upon the initial gains achieved in opening the local market to
competition and the apparent sluggish nature of local competition growth.

Maryland began opening the local telephone service market to competition in 1994.
In Re MFS [ntelenet oF Maryland, Inc.. 85 Md. PSC 38 {Apnl 25, 1994). this Commission
granted MFS authority to provide telephone services in Maryland, approved the unbundling of
links and ports and required Verizon (then Bell Atlantic-Maryland, Inc.) to provide for
interconnection with MFS. In Phase Il of that proceeding, the Commission set the rates,
terms and conditions for interconnection between the carriers. Re MFS /ntelenet of Maryland.
/nc. Phase /1, 86 Md. PSC 467 (Dec. 28, 1995).

The passage of the 1996 Act interrupted Maryland’s course of actic is it imposed
new duties and new processes on state agencies with regulatory responsibilities over
telecommunications carriers. Enactment of the 1996 Act required the Commission to
reexamine preciously resolved issues to ensure compliance with new FCC directives.
Further, the ncw process removed this Commission’s autonomy and forced the Cornmission
to constantly revise its vision of how competition can and should be achieved in Maryland to
reflect federal regu'2tory and judicial decisions

Thc Staie of Maryland 1s no longer a national leader in telecommunications
competition To the contrary. according to the FCC Report on the status of local competition
in the nation referenced in the record of this proceeding, CLECs in Maryland serve 4% of the
end-user switched access lincs, while the national figure is 10%.° Indeed, as of December
2001. the ievel of competition in Maryland had receded by a third from 6% to 4% and

appeared o bc regressing, joining South Carolina and Mississippi. Such a condition is not

On December ¥ 2002, following the conchusion of the hearings i this proceeding, the FCC* jssued an updated
report gn the status of local competinon which updated the number of end-user switched access lines served by
CTECs i Marvland te 6% and 1197 nationally as of Jupe LO0?



Mr William R. Roberts
December 16. 2002
Page 3

acceptable in Maryland after 8 years of effort. This situation no doubt results from federal
actions but also from various Verizon operational issues, CLEC issues — financial and

othenvise, and this Commission’s delay in resolving our recent proceeding into the rates
Venzon charges for wholesale unbundled network elements in Maryland.

Thus, Commission’s consideration of the record developed in this proceeding shows
the obvious need to improve the local competitive environment in Maryland. In order to
ensure that local competition is sustainable into the future, the Commission directs Verizon to
implement the requirements discussed below. The Commission tinds that subject to Verizon
complying with the conditions identified below, Venzon is technically in compliance with the
§271 checklist as defined by the FCC. Furthermore, the Commission notes a number of
concerns that must be addressed before the Commission can say that Venzon’s entry into the
Maryland long distance market is in the public interest. The Commission hereby conditions its
recommendation to the FCC that Venzon’s entry into the long distance market is in the public
interest on Venzon addressing the concerns listed below in the manner ordered by the

Commission.
1. Verizon’s NO Build Policy

This issue involves Verizon’s provisioning of high capacity unbundled local loops.
Several parties to this proceeding argued that Verizon improperly rejects CLEC orders for
high capacity loops’ when Verizon claims no facilities are available and construction is
required, (hereinafter referred to as Venzon’s “no build* policy). Based on the evidence in
this case, the Commission believes that the impact of Venzon’s “no build’” policy pertaining
to the availability of DS-I and DS-3 facilities for use by CLECs creates a bamer to local
competition in Maryland.

Veriron contends that ifs policy is based on a decision of the United States Court of
Appeals for the Eighth Circuit holding that unbundling only applies to the incumbent local
exchange carrier’s (“1LEC™) existing network. Venzon also notes that the FCC is considering
whether to modify these rules. Finally, Verizon claims that CLECs can cause Verizon to
build new facilities if CLECs order them as special access facilities and pay the minimum
term of two nionths” worth of charges for special access DS-1s and one year’s worth of
charges for DS-3s hefore converting them lo UNEs. The CLECs contend that Venzon’s

policy results in new facilities costing CLECs more than if these facilities were provisioned at
L'NE rates.

Thc Commission does not disputc the cffect of the Eighth Circuit decision, and the
Commission 1s cognizant of the fact that the FCC has previously tound that similar Verizon
policies in other states do not violate the competitive checklist. In this proceeding, however,
the evidence supports the claim that Verizon’s policy has the effect of increasing CLEC costs
and provisioning intervals which delay the CLECs provision of service to the end user, and as
such creates a barrier to competition. The record suggests that a number of CLECS gr¢

'Y.¢ . DS-1 and DS-3 loops or orher high capacaty facilities. Including interoffice facilities OF entrance {acilities
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unaware that the special access facilities which are ordered because of the lack of available
facilities may be converted to [JNEs afler two months for DS-ts and one year for DS-3s. This
conversion policy enables the CLECs to have access to the high capacity facility without the
excessive cost of maintaining the facility at the higher special access rates indefinitely.

Therefore, as a temporary measure, the Commission finds that if a CLEC orders a DS-
| as a UNE with a request for automatic conversion, and Verizon does not provision if
because of lack of facilities, Verizon shall convert the UNE order to a special access order and
then convert the newly-built special access facility to a UNE automatically after the tariffed
time has elapsed. This automatic conversion will only occur in those situations where the
CLEC originally requested UNE facilities, and this request was denied by Verizon.
Moreover, the FCC rules and limitations on converting special access to UNEs shall be
followed for each conversion. Verizon shall put this revised ordering arrangement in place
within four months.

The Commission’s concerns pertaining to the effect of Venzon’s “no build” policy on
competition have been echoed in other Verizon jurisdictions, including Virginia. There, the
Virginia State Corporation Commission (“VSCC”) has instituted a proceeding to consider this
issue, and the practice is also under consideration in the FCC’s Triennial Review. This
Commission will actively monitor both proceedings and upon their conclusion take further
action as may be necessary.

Finally, the Commission is concerned about the limited amount of information
Verizon provides a CLEC when no facilities are available. Verizon is directed to identify to
the CLEC the reason for each no facilities finding.

2. Dark Fiber

Dark fiber, analogous to unused copper loop or transport fa. “ities, is fiber that is in
place but has not been activated through the connection of the electronics/photonics to carry
communications services. Dark fiber is useful to local exchange carriers in a variety of ways
including thc provision of advanced services or services offered over high bandwidth. Dark
fiber can also be cost effccuive and can result in economies of scale being achieved by
CLECs. In accordance with the FCC’s rules and regulations. ILECs must make dark fiber
available to CLECs pursuant to section 251(c)(3) of the Act. The Commission believes that
the record in this case suggesis rhe lack of accessible inlormation from Venzon to CLECs
prevents CLECs from identifying and locating existing dark fiber within Venzon’s Maryland
network. Further, it appears rhar the CLEC’s inability to reserve or order dark fiber while a
request for collocation arrangement is pending creates an additional barrier to the
development of local competition in Maryland.

Accordins to Venzon. rhe FCC addressed rhc second issuc noted above in its recent
Virginia Consolidated Arbitration Order. As a result, Verizon is now required in Virginia to
permit CLECs Lo order the desired dark fiber ren business days after the CLEC requests a
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collocation arrangement. The Commission hereby directs Verizon to implement this policy in
Maryland. Thus, CLECs will be permitted to order dark fiber and collocation arrangements in
this manner. The Commission believes that this new requirement will advance the
development of competition for advanced services in Maryland, such as high speed data

access.

With regard to the issue of whether Verizon provides adequate information to CLECs
so that they might locate dark fiber, Verizon contends that the Company has improved this
process by providing alternative routing to a requesting CLEC. While this change is a step in
the right direction, it represents only a minimal improvement at best. The Commission
hereby directs Verizon to continue to provide this alternative routing. Furthermore, the
Commission directs Verizon to provide to a CLEC upon request, central office and all related
termination points for all fiber facilities for any office or group of cffices at which the CLEC
is considering ordering dark fiber. This will enable CLECs to have access to more accurate
information pertaining to the availability of dark fiber on routes where fiber is actually
installed and will operate to remove a barrier to competition by improving access w0 UNES
and the quality of information available to CLECs.

3. Geographically Relevant Interconnection Points (“GRIPS”)

Verizon has entered as evidence in this proceeding a Model Interconnection
Agreement containing terms which require CLECs to establish with Venzon one or more
GRIPs or virtual geographically relevant interconnection points {“VYGRIPs") at designated or
agreed upon points within each Local Access and Transport Area (“LATA”) of Venzon’s
network. This Commission previously considered this proposal in Case No. 8887, the Sprint
Communications Co.. L.P./Verizon Arbitration, wherein the Commission rejected Verizon’s
GRIP/VGRIP proposals. The proposed language in the Model Interconnection Agreement is
substantially the same as the language proposed by Verizon during the Sprint Arbitration as
well as the lar -uage rejected by the FC in th Virgir‘a Consolidated Zrbitration. This
Commission’s position on this issue remains unchanged. The Commission does not accept

Venzon’s GRIPs or VGRIPs proposals.

According to Verizon, its Model Interconnection Agreement has been modified to
reflect the results of the FCC’s Virginia Consolidated Arbitration Order. However, the Model
Interconnection Agreement, which was dated prior to the issuance of the Virginia
Consolidated Arbitration Order. was submitted as evidence in this proceeding. It does not
reflect that change. The Comnussion hereby directs that Verizon shall not include GRIPs or
V(GRIPs provisions in any Model Interconnection Agrcement in use in Maryland unless

evpressly autharized by this Commission or the FCC.

4, Billing

The Virginia Stare Corporation Commission’s testing of Venzon Virginia’s 0ss did

not separately test the accuracy of the Billing Output Specification/Bill Data Tape
(“"BOS/BDT") electronic billing system used by Venzon io generate bills for some ¢ gcs.
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The evidence in this proceeding demonstrates the importance of having a means of ensuring
that Verizon provides CLECs with timely and accurate paper and electronic bills. The
Commission notes that the negative effects of incorrect billings falls more heavily on CLECs
in a developing competitive market. The updated version of the Maryland Carrier-to-Camer
Guidelines, which enforces Venzon’s performance, will become effective January 2003.
They include metrics to measure important aspects of the billing process. These metncs
require 95% of all billing claims to be acknowledged within two business days and also
require that 95% of these billing claims be resolved within 28 days after acknowledgement.

This Commission has concerns that, under the stress of high commercial volumes
electronic billing may expenence unanticipated difficulties. Therefore, in order for this
Commission to monitor whether Venzon’s electronic billing is working successfully under
commercial applications and volumes, the Commission directs Verizon to alter the report
dimensions to include CLEC aggregate, CLEC specific, Verizon affiliate aggregate and
Venzon affiliate specific information on the billing rnetrics. Furthermore, the Commission
directs the Maryland Carmier-to-Carrier Collaborative (“Collaborative”) to examine whe her
different metrics adopted in New Jersey or other jurisdictions are appropriate for use in

Maryland.
5. Entrance Facilities

Verizon Maryland is required by the 1996 Act and the FCC to provide interconnection
using all technically feasible means, including loop facilities. Venzon indicates that it will
provide the types of interconnection such as that requested by Core Communications subject
to appropriate amendments to the parties’ interconnection agreement. According to Venzon.
Core and some other CLECs are requesting a lesser form of interconnection which is not
usually included in the interconnection agreements. The CLECs contend that this form of
interconnection is necessary duc to cost and provisioning time considerations. However, the
Commissiua is pleased to note Venzon’swilningness in Salisbury, Maryland to modify their
previous policy by agreeing to interconnect with Core using its existing retail facilities in
shared arrangement. This appears to remove a bamer to competition.

The FCC, in its interpreration of §251(c)(2), requires ILECs to provide interconnection
that is “at least” equal in quality to that enjoyed by the ILLEC itself. The FCC also requires
JLECs to provide interconnection arrangements when the request is technically feasible,
subject to the terms of the parties’ interconnection agreements. The Commission finds that it
is rechnically feasible in some instances for Verizon to provide entrance faciiity
interconnection to requesting carriers ovcr loop facilities that are shared with Verizon’s retail
customers. rather than over conventional interoffice facilities.

Furthemiore, Vcnzon shall be required to provide entrance facilities to requesting
CLECs ovcr existing loop fucilines that arc shared with Verizon's retail customers when
capacity exists The fact that @ CLEC has requested the shared facilities demonstrates thai the
CLEC is wilhing to accepi a lesser quality form of interconnection, and the perfomance

limitations that such lesser quality tnterconnection may entail. In order to accommodate
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CLECs seeking this form of interconnection, Verizon is directed to provide within thirty (30)
days of accepting the conditions in this letter, a Model Interconnection Agreement
amendment that can be adopted by CLECs seeking this form of interconnection with Verizon.
This amendment shall be filed with and must be approved by the Commission. In addition,
the Collaborative shall consider the issue ofwhat metrics and PAP will apply in this situation.
The Commission intends to monitor Venzon’s provision of these facilities while the
Collaborative is considering this issue.

The Commission is aware that many issues pertaining to interconnection trunking over
loop facilities are under consideration in a separate Commission proceeding, Case No. 888l.
The Commission believes that this proceeding will resolve the majority of the issues
pertaining to this aspect of entrance facilities, and determine if any barriers to competition
exist.

6. Enhanced Extend Loops

An Enhanced Extended Loop (“EEL”) consists of a combination of an unbundled
loop, multiplexing/concentrating equipment, and dedicated transport. The record in this
proceeding suggests that Verizon’s requirement that CLECs order the component parts of
EELs in a sequential, rather than a coordinated, manner requires CLECs to pay for facilities
before they are assembled in useful form. Thus, the process by which Verizon requires
CLECs to order EELs creates unwarranted delay and additional costs.

Evidence presented in this proceeding demonstrates that a different ordering process
currently is being used in Massachusetts. The Commission hereby requires that Venzon
adopt in Maryland the tariffed Massachusetts EEL ordering and billing process. In order to
accommodate CLECs secking EELs, Verizon is directed to provide to the Commission,
within thirty (30) days of accepting the condition in this letter, a Model Interconnection
Agreemcnt wimendment that can be adopted by any CLEC seeking this form of UNE. This

amendment shall be filed with and must be approved by the Commission.

7. L.ine Sharing

Line sharing occurs when an incumbent is providing, and continues to provide, vuive
service on a particular loop to which a CLEC provides or seeks access in order to provide
xDSL service. Accordins to the evidence presented. where an end user formerly was
provided voice and data services by Verizon and chooses to receive its voice services from a
CLEC. the endd user will lose 1ts data or DSL scrvices from Verizon. The Cornmission is
cxrremely concerned about this porential side effect on a consumer’s decision to engage in
choice — that is rhar the customer has to weigh its desire lo maintain its DSL service against its
decision to select a competitive local exchange provider. The Commission is pleased that
Venzon has indicated that it 1s willing to enter into technical and business discussions with
CLECSs to attempt to arrange the relationships nccessary to make such a consumer decision
unnecessary. Such an offer addresses the Commission’s public interest concerns pertaining to
this issuc. The Commission dirccls that Verizon make the offer available to all [ ECs.
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8. Metrics Replication

The Commission recognizes the need to ensure that Verizon’s performance in
providing service to CLECs continues and improves after Verizon enters the long distance
market in Maryland. For this reason, the Commission approved both the Carrier-to-Carrier
Guidelines and the Performance Assurance Plan (“PAP”). The Commission relies upon
Verizon to provide the metncs reports that measure Verizon’s performance and trigger the
payments applicable under the PAP.

In order to better ensure the accuracy of these reports, Verizon is directed to file
exception reports refiling those metrics found to be in error. The metrics are to be corrected
where the discovered error has an effect on the aggregate calculation of PAP remedies in
excess of $1,000. This refiling shall occur in any instance where an error has been noted and
corrected, regardless of what party discovers the error. After six months experience, the
Commission will evaluate the need tc continue this refiling requirement.

Furthermore, an ability to replicate the metrics reports provided by Venzon will allow
the Commission to verify the accuracy of the metrics measuring Verizon’s performance. The
Commission shall require that Verizon, upon request of the Commission, hire a consultant
who shall report directly to the Commission and shall train the Commission Staff on how to
set up Maryland Perfonnance Metncs replication. After the consultant is hired, Verizon shall
provide Staff access to the Metrics Hotline to answer questions that may arise concerning the
complementation of the Guidelines and shall cooperate with Staff to provide the data required
to allow Staff to conduct replication as necessary to confirm the accuracy of Verizon’s
performance reports.

9. Directory Listing and Related Charges

The Virginia State Corporation Commission’s OSS test did not include a meaningful
examination of the accuracy of directory listings. The Commission is concerned that
directory errors, both white and yellow pages, cause disruption to CLECs disproportionately.
Thus, this Commission will be carefully monitoring directory listing errors, and will, if
necessary. institute a special proceeding to address any concerns.

Further, testimony in this proceeding indicates that Veriron encourages CLECs to use
the Directory Listing Inquiry pre-order query in order to ensure the accuracy of White Pages
Listings. Verizon expressly stated rhar the Company currently does not charge for [his
inquiry. However, Verizon's Model Interconnection Agreement includes a charge for pre-
order queries that includes the Directory Listing Inquiry Since Verizon does not charge for
this inquiry in Maryland, Vcrizon i1s hereby dircctcd to amend its Model Interconnection
Agrecement used in Maryland within thirty (30)days of accepting the condition in this letter to
indicate that no charges apply. Furthermore, Verizon is hereby prohibited from instituting
such a charge unless the Company firstobtains the approval of this Commission.
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10. Unbundled Network Element (“UNE”} Pricing

The record in this proceeding supports a finding that establishing an appropriate level
of UNE rates, in particular UNE-P, is essential in encouraging competitive entry into the
Maryland market. In Case No. 8879, the Commission currently is completing a
comprehensive resetting of UNE rates. The Commission intends to complete that case and
issue a final order soon.

The Commission concludes that permitting Verizon to continue charging the currently
effective LINE rates will not adequately promote full-scale market entry in Maryland. The
Commission is particularly concerned about the loop rate and the unbundled switching rate.
Accordingly, Verizon is directed to reduce these rates in the manner described below.

With regard to the UNE loop rate, the Commission requires Verizon to agree to reduce
this rate from the current statewide average of $14.50 to a statewide average of $12.00.
Additionally, Verizon is required to reduce its end-office per minute-of-use switching element
56% from $0.003800 per minute to $0.001676 per minute. Finally, for the other rates
previously instituted in Case No. 8731, Phase Ii, Verizon is directed to adopt an interim rate-
setting approach similar to that the Company employed and the FCC approved in Verizon
Virginia’s § 271 filing. The Commission directs Verizon to file a list of these rates with the
Commission at the same time that the Company accepts this condition.

Moreover, the Commission also requires that Verizon commit to make the rates
adopted in Case No. 8879 retroactive to the effective date of the reduced rates discussed
above. The effective date of these reduced rates shall be within five days of the date of this
letter.

Finally, in the event that the Order issued in Case No. 8879 is subsequently overturned
an appeal, Verizon shall commit to reinstituting the rates set forth above until such time as the
Commission reconsiders the decision rendered in Case No. 8879 to the extent required by the

Court.
IL. Additional Policy Concerns

In addition to the conditions contained in nunvered paragraphs 1 through 10 of this
letter to which Verizon must respond, the Cornmission also has several policy concerns
pertaining to competition within the State of Maryland.

A. Retention of the [INE-Platform

The Commission is cstrernely concerned that thc FCC is considering modifications to
the list of Unbundled Network Elements ("UNEs™) and the avalability of UNE-Platform
(“UNE-P”). On November 200 2002, this Comnussion, along 75 orher State Commissioners
from 33 other statcs, signed a Ictter to the FCC indicating support for continued State

flexibility to maintain the UNE-P. The cvidence in this proceeding demonstrates that
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increased competition in Maryland exists in large measure because of the availability of UNE-
P. With very limited UNE-P and resale, Maryland achieved a local competition level of only
4% as of December 2001. In six months time, according to the FCC's most recent report on
the status of local competition, Maryland went from 4% to 6% in the level of competition due
primarily to UNE-P. [t appears that without UNE-P that growth vector will clearly be
reduced. The Commission believes that any alteration From UNE-P as presently constituted
would have significant adverse effects on the competitive market in Maryland. However, the
Commission continues to assert that a FCC determination on these matters will not preempt
further consideration by this Cornmission of the appropriate list of UNEs in Maryland.

B. §272/Affihates

The Commission is concerned that Verizon's interactions with its affiliates are
conducted on the same arms-length basis as its interactions with any unrelated CLEC, in order
to ensure that local exchange customers do not subsidize the long distance customers.
Consequently, the Commission intends to closely and actively monitor Verizon's compliance
with the separate affiliate requirements and associated safeguards contained in $272 of the
1996 Act. In particular, the Commission will carefully review the biennial audit that Verizon
is required to obtain and pay for under §272(d)(1), which audit must be submitted to this
Commission in accordance with §272(d)(2). Furthermore, the Commission will participate
fully in the biennial audit proceedings conducted by the FCC, and institute its own

proceeding, if necessary.
C. E911

The Cornmission has reservations about Venzon's use of the information contained in
the E91 | database, which does not appear to be consistent with the purposes envisioned by
the legislature when the E911 program was established. The E91| database was developed
for a very specific purpose, to enable law enforcement and emergency se~-ice workers to
locate people in emergency, and sometimes life threatening, situations. The E911 database
was not developed for use in the manner Venzon has attempted to use it in this proceeding.
Because the £E91 | database was not developed to provide local exchange carrier line counts,
its use for this purpose is questionable, as are the results obtained through the database.
Furthermore, these results are not verifiable. The Commission encourages Verizon to develop
1 more transparent and verifiable source ofstatistics to estimate the level ofcompetition.

CONCLUSION

Upon implementation of these various operational enhancements, the Commission
believes that continued development of a competitive market will occur in Maryland. That
outcome is surely the intent of the 1996 Act and the FCC's goal as well. Thus, the envisioned
reward of long distance entry to Venzon Maryland should bc afforded them. To move
Maryland morc toward the national average in local competition is an outcome that will also
surely benefit Maryland customers. both business customers and individual citizens alike.
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Verizon is directed to respond to this letter with a written confirmation that Verizon
will comply with the conditions set forth in items 1 through 10 above prior to filing its $271

application with the FCC.

By Direction of the Commission.

CWy, Chairman

1. Joseph Curran, I, Commis(s(jer

Sl C. W/&w

Gail C. McDonald, Commissione

Harold D. Williams, Commissioner

cc: All Parties and Interested Persons of Record



